
PRO FORMA BUSINESS PLANS

An effective business plan has to include at least three important "pro forma" statements (pro forma in this context
means projected). They're.

A budding entrepreneur may also show how their company made provide something different and stand out
from companies offering similar products or services. Try our simple online form to begin the process of
connecting with a lender and potentially securing some much-needed capital! Any bank or lender will also ask
to see these numbers as well to make sure you can repay your loan. Nobody likes to forecast, but nobody is
more qualified than you to forecast your own business. But accounting looks back in time, starting today and
taking a historical view. Don't waste your time complaining that you can't possibly know how much sales or
expenses will be because yours is a new business--every business that ever started was a new business, and the
good ones had estimates to work with. The balance sheet can affect the cash flow. Even with all the great
thought you'll put into the text portions of your business plan, a good business plan depends on numbers to
make it all real. You want to understand your business numbers when questions come up. They are going to
want to see numbers that say your business will grow--and quickly--and that there is an exit strategy for them
on the horizon, during which they can make a profit. You also need a projected balance sheet. You're going to
need it if you are seeking investment from venture capitalists, angel investors, or even smart family members.
Ready to take your business to the next level? Berry likes to differentiate between fixed costs i. For example,
what you see in the cash-flow plan might mean going back to change estimates for sales and expenses. This is
the statement that shows physical dollars moving in and out of the business. Without the numbers, it's only a
rough draft at best. The ability to add numerous tranches of debt with all of the appropriate impacts to the
financial statements. Entrepreneur, Business Planner and Angel Investor August 1, 5 min read Opinions
expressed by Entrepreneur contributors are their own. All of the various calculations you need to assemble the
financial section of a business plan are a good reason to look for business planning software, so you can have
this on your computer and make sure you get this right. Start with a sales forecast. In addition, I'd suggest you
start the balance sheet with either starting costs or past performance, depending on whether you're creating a
business plan for a startup or an existing company. But if you break the guess into component guesses and
look at each one individually, it somehow feels better," Berry says. A lot are not obvious. An effective
business plan has to include at least three important "pro forma" statements pro forma in this context means
projected. This is a summary of your business from its start to the present. If you are operating an existing
business, you should have historical documents, such as profit and loss statements and balance sheets from
years past to base these forecasts on. When it comes to timeframes, do your numbers for the first 12 months of
the plan in monthly detail, then by year for the following two to five years. Unlike an estimate, an invoice is
usually a binding agreement. You do this in a distinct section of your business plan for financial forecasts and
statements. Eisenhower," says Berry. Therefore, small business owners who include a detailed, thorough, and
well-researched pro forma may have an easier time obtaining financing for their enterprising ventures. The
ability to easily add numerous tranches of equity from seed capital to convertible debt to Series A to Series B
with all of the appropriate impacts to the financial statements. The statement shows performance over some
specific time period, like a month, a year or a quarter. Breakeven analysis. Each comment may have a specific
direction for that cell, may be a reminder of something the author believes important or may have some
additional information about the accounting topic. Although there's no fixed sequence in a process like this,
because the statements are so interdependent, I recommend you order the tables in a way that leads toward the
final results and builds on the source tables: Starting balances and startup costs Sales forecast. Sales forecast
inputs that easily allow you to model sales driven by sales channels, website conversion ratios, direct sales,
upsells, and cross-sells. And you don't spend a lot of time on minute details in a financial forecast that depends
on an educated guess for sales. For example, increasing accounts receivable or inventory decreases the cash
balance while increasing accounts payable increases the cash balance. Here's some of the interdependence you
need to deal with: Starting balances affect cash flow and all other balances. You base this partly on your sales
forecasts, balance sheet items, and other assumptions.


